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EARNINGS AND DIVIDENDS 


Net Incomes iia eee 
Common Shares Outstanding...... 
Earnings per Common Share........: 
Dividends per Common Share........ 


Dividends per Preference Share 
Dividends per 


Second Preference Share........ 


REVENUES AND CUSTOMERS 


Total Revenue -.2 eee 
Total Gas Sales Revenue......... 


Total Gas Sales Volume (MMcf) 


Number of Gustomers. ee 
Degree Days (base 18°C)........ 


PROPERTY, PLANT AND 
EQUIPMENT 


Addittons.tor the-Yearw. ee 
Total Investments...) ee 


1979 
$ 5,715,308 
2,822,122 

$ 1.53 
$ 825 
$ 41.00 
$ 2.50 
$ 86,591,521 
$ 85,987,424 
49,551 
76,848 
4,524 

$ 5,540,517 


$123,314,351 


1978 
$ 4,940,040 
2, B2enne 

$ ed 
$ .B0 
$ 1.00 
$ 2.50 
$ 70,736,316 
$ 69,401,952 
46,362 
74,252 
4,191 

$ 9,904,741 


$118,116,16S 


INLAND NATURAL GAS CO. 
LTD. is an investor owned utility 
which transmits and distributes 
natural gas through 900 miles 

of transmission lines and 2,500 
miles of distribution facilities to 
77,000 customers. Its service 
area stretches over 1,000 

miles from north to south in the 
interior of British Columbia 
providing service to some 50 
communities with a population 
of approximately half a million 
people. It is a high growth area 
and population forecasts indicate 
that by the year 2000 the 
population will have risen to 
approximately one million people. 
The Company has an abundant 
gas supply at reasonable prices 
and is able to market the gas, in 
most Cases, at approximately 
half the price of other competing 
fuels. On July 9, 1979, the 
Company acquired all of the 
shares of Columbia Natural Gas 
Limited, a natural gas distribution 
utility Serving 10,000 customers 
in the East Kootenay region of 
the Province. Since Columbia 
was acquired subsequent to the 
year end, it has been excluded 
from the consolidated financial 
Statements forming part of 

this Report. 


TO OUR SHAREHOLDERS 


We are pleased to report that earnings per common share, after full provision for dividends on preference 
shares, rose to $1.53 from last year’s $1.25. 


In light of these increased earnings, the Directors of your Company increased the quarterly dividend on 
common shares from 20¢ to 22%¢ per share effective May 15, 1979, bringing the dividends paid during 
fiscal 1979 to 82%¢ per common share. 


In last year’s Annual Report to the Shareholders a concern was expressed with respect to the regulatory 
treatment accorded the Company in a recently completed rate hearing and the Shareholders were 
apprised of the Company’s intention to try to improve this regulatory treatment at a further rate hearing. 
This rate hearing was held and completed in November, 1978 and the detailed results are set out on pages 
3 and 4 of this report. In general, we would like to summarize these for you by saying that the regulatory 
treatment accorded the Company and reflected in the British Columbia Energy Commission’s decision 
rendered in April, 1979, was fair and reasonable and has assisted in reversing the downward trend in 
earnings over the past few years. 


The late 1960’s and early 1970's were a period of major economic development in the area served by your 
Company with the attendant spectacular growth in revenue and the extension of service in our general 
service area. The mid 1970’s were years of consolidation with somewhat slower customer growth. It was 
also a period of rapidly rising energy costs with generally preconceived problems in gas supply that never 
came to pass. We now appear to be entering into a new period of economic development in the Province 
which will benefit Inland through increased sales to new and expanding markets. This past year your 
Company aggressively promoted the conversion of homes in our service area from oil to natural gas. This 
highly successful program complemented an already active expansion in our residential new home market. 
The commercial market continues to reflect increased growth with apartment buildings and large shopping 
centres developing throughout our service area. The industrial market is perhaps one of the most 
encouraging growth areas. Pulp mill expansions have been announced by several of our major pulp mill 
companies and a new pulp mill has been announced by West Fraser Timber in Quesnel. The rich coal 
deposits in the northeastern portion of the Province also provide opportunity for significant gas load 
expansion in the future. In short, we can look forward with enthusiasm to substantial economic growth 

in the 1980's. 


A major highlight subsequent to the year end was the acquisition of Columbia Natural Gas Limited, a 
natural gas distribution company operating in the East Kootenay area of the Province of British Columbia. 
This acquisition adds 10,000 customers including five major industrial accounts to Inland’s existing 
customer base. The future for Columbia looks even more promising with potential growth in mining and 
forest related industries. With the addition of Columbia to the Inland family, we are now able to take 
advantage of the marketing potential in the entire southeastern portion of the Province. 


In previous years we have outlined in some detail the favourable position your Company is in with regard to 
gas supply. The activity and success of the exploration and development of natural gas continues within 
the Province. In February of this year the National Energy Board released its findings on the supply and 
requirements for natural gas in Canada. In its summation on British Columbia it concluded that the total 
demand within the Province could be met from remaining established reserves from conventional areas 
until a small deficiency occurs in 1999. Further major developments in reserves in recent months in 
Alberta and British Columbia will obviously impact even more favourably on these projections. 


Recent pronouncements by the Province of British Columbia state that as a basic cornerstone of 
Provincial energy policy the needs of natural gas consumers within the Province must be satisfied prior to 
any additional export. Westcoast Transmission Company Limited has agreed to reopen our gas sales 
contract and raise significantly the amount of gas which we may purchase and to also extend the term of 
our contract. 


This past year, Mr. D.R. MacPhail, the Company’s Corporate Secretary for many years, retired from 
Inland and we welcome as his successor, the former assistant secretary Ms. Ardelle F. Clark. 


Ml. Lax bf. 


Chairman of the Board 


Vancouver, B.C. 
September 24, 1979 President 


DIRECTORS’ 
REPORT 


REVENUE 


Consolidated gross revenue for 
the year under review amounted 
to $86,591,521, an increase of 
22% over the previous year. 
Revenue from gas sales, most 
of which is derived from the 
parent company, rose to 
$85,987,424 from $69,401,952 
last year. This gain resulted from 
rate increases, colder than 
normal weather, a buoyant 
economy and additional 
customers. The rate increases 
are reviewed elsewhere in this 
report. 


In the previous year large 
volumes of gas were sold to 
Columbia Natural Gas Limited 
via the East Kootenay Link 
resulting in revenue of 
$3,200,000. These sales were 
substantially reduced to 
$1,380,000 this year due to 

the lengthy utilization of the 

East Kootenay Link for peak 
shaving purposes during the 
extremely cold winter. Inland’s 
sales volume to its customers, 
exclusive of that sold to 
Columbia, was approximately 
44,700,000 Mcf compared to 
40,000,000 Mef in the previous 
year. Residential and commercial 
sales volumes rose approximately 
10% due to the addition of 2.600 
new customers in the year and 
weather that was more than 10% 
colder than normal, the coldest 
in the Company’s history. 
Volumes sold to industrial 
Customers were 12% higher 

than last year. The major reasons 
for this increase were the 
buoyant markets for both pulp 
and lumber for our forest 
industry accounts and also, for 
the first time in many years, 

the availability of pipeline 
interruptible gas through much 
of the winter allowing substantial 
additional sales to large industrial 
Customers. 


Transportation revenue was only 
minimal during the year due to 
the greatly improved supply 


situation of Westcoast 
Transmission Company Limited. 
lt was unnecessary therefore, 
for Inland to transport, on 
Westcoast’s behalf, quantities 
of gas from Alberta to help 
relieve the short-fall in supply 
which has existed for a number 
of years at the United States 
border. 


EXPENSES 
Purchase of Gas 


The cost of gas purchased during 
the year increased substantially 
due, in part, to the increased 
volumes sold, as outlined above, 
and a wholesale price increase of 
21¢ per Mcf which went into 
effect on March 1, 1978. This 
price increase was passed on to 
our customers with no resulting 
profit or loss to the Company. 
Another contributing factor to 
the cost of gas increase was the 
purchase of substantial amounts 
of peaking gas from Alberta and 
Southern Gas Co. Ltd. during 
the extremely cold winter 
months. This year the Company 
brought in approximately 
1,800,000 Mcf during the 

winter, all of which was returned 
by the June 30 year end. 


Operation and 
Maintenance 


Costs of operation and 
maintenance increased to 
$8,783,838 this year compared 

to $6,143,352 a year ago. There 
were some significant reasons 
for this major increase. Firstly, 
as aresult of the Company’s 
interim rate decision in November 
of 1978, anew system of 
accounting for overheads was 
implemented effective December 
1, 1978. This new accounting 
system has the effect of charging 
substantial amounts of overhead, 
which were previously capitalized, 
to operating and maintenance 
accounts. In the current year 
this change accounted for 
approximately $1 million of the 
total increase in operating and 
maintenance expenses. (See 
Note 1 to Financial Statements). 


Secondly, in order to reduce a 
substantial unfunded liability with 
respect to the Company’s 
pension plan for salaried 
employees arising from the 
triennial actuarial report as at 
January 1, 1979, additional 
pension payments approximating 
$400,000 were made in the 
current fiscal year. (See Note 5 
to Financial Statements). 


Other contributing factors to 
the increase in operation and 
maintenance expenses were the 
expenditure of $150,000 on 
special sales promotion and 
advertising to promote con- 
version from oil furnaces to 
natural gas fired equipment and 
also the higher cost of operating 
the transmission and distribution 
systems due to the extremely 
long, cold winter. 

The cost of salaries, wages and 
related employee benefits was 
considerably higher this year 
Caused, In part, by the additional 
pension payment mentioned 
above and, also by the increase 
in the average work force from 
262 employees last year to 278 
employees this year. 75% of 
Company personnel are Union 
members who are covered by 
two separate collective agree- 
ments; one with the Office and 
Technical Employees’ Union and 
the other with the International 
Brotherhood of Electrical 
Workers. A recent two year 
Agreement has been signed with 
the Office and Technical 
Employees’ Union which expires 
on March 31, 1981. The present 
Agreement with the International 
Brotherhood of Electrical 
Workers expired on September 
11,1979 and negotiations have 
commenced toward a new 
contract. 


Property, Franchise and 
Other Taxes 


Your Company continues to 
contribute substantial tax 
revenue to the municipalities 
and the Province. During the 
Current year property taxes 
increased by 45% to 
$2,027,412 compared to 


TOTAL COST OF FRANCHISE FEES 
AND PROPERTY TAXES 


/ 
We HES ie 
1967 1972 1973 1974 1975 1976 1977 1978 1979 

$1,400,184 last year. This major 
increase resulted primarily from 
changes in provincial statutes 
with respect to the assessment 
of pipelines whereby the 
statutory provision for the use 
of a throughput factor has been 
eliminated. 


Franchise fees amounted to 
$2,177,975 this year which 
represents an increase of 36% 
over the previous year. The 
franchise fees are calculated at 
3% of gross revenue from sale of 
natural gas within municipal 
boundaries. The majority of the 
increase in franchise fees is 
directly related to the increase 
in gas sales revenue which has 
been explained elsewhere in this 
report. In addition, the revenue 
from gas sales to a large 
industrial customer, previously 
excluded from the calculation, 
became subject to franchise 
fees in December, 1978. 


In last year’s Annual Report 
reference was made to Orders 
issued by the British Columbia 
Energy Commission that 
franchise fees be phased out 
over a five year period. The 
municipalities successfully 
appealed these Orders and as a 
result of the Court of Appeal’s 
decision the Commission issued 
Orders in February, 1979 
rescinding its original Order to 
phase out the franchise fees. 


Depreciation 


The Company provides for 
depreciation on a straight-line 
basis on plant in service at the 
beginning of the year at rates 
prescribed by the British 
Columbia Energy Commission 
for each class of plant. The 
application of these rates for the 
Current year is equivalent to a 
composite rate of 2.34%. Rates 
used for major plant classifica- 
tions are: 


Transmission and 
distribution mains 2% 


Meters, compressors, 
buildings, measuring and 
regulating equipment 3% 


General equipment 5% to 15% 
Depreciation not provided by the 
Company during the period 1958 
to 1963, is being amortized and 
recovered concurrently in rates 
charged to customers over five 
years to 1982 In annual amounts 
of $287,551, as directed by the 
Commission. 


Interest and Expense 
on Long-Term Debt 


Interest and expense on long- 
term debt amounted to 
$4,815,380 compared to 
$4,473,709 In the previous 
year. The increased expense 
resulted from the net effect of 
a $12 million issue of 9% % 
debentures in November of 
1977 and the retirement of 
various debt securities through 
the operation of sinking funds. 


Other Interest 


The cost of short-term 
borrowings by way of bank loans 
and the Company’s own 
commercial paper was $246,405, 
down from $479,525 last year. 
The decrease in short-term 
interest expense was due to the 
lower level of short-term 
borrowings resulting, in part, 
from an increase in internal cash 
generation during the year. 


Income Taxes 


1979 1978 
Inland 
Current $4,050,417 $3,092,259 
Deferred 1,593,330 1,829,733 
5,643,747 4,921,992 
Subsidiaries 60,001 28,121 


$5,703,748 $4,950,113 


Current income taxes increased 
by $958,158 over last year 
primarily because of higher tax- 
able income caused by additional 
sales, referred to previously, 
and rate increases during the 
Current year. In addition, the 
accounting change with respect 
to the allocation of overhead 
costs to construction effective 
December 1, 1978 has resulted 
in an increase In Current taxes 
and a decrease in deferred 
taxes. 


RATE HEARINGS 


Inland’s second rate hearing 
concluded on November 30, 
1978 and further interim rate 
relief on a non-refundable basis 
was granted. The British 
Columbia Energy Commission’s 
decision was received by the 
Company on March 12, 1979 
which allowed for further rate 
relief effective April 1, 1979. 
This concluded approximately 
three years of preparation and 
involvement in the Company’s 
two rate hearings before its 
Regulatory Commission. 


In summing up the Company’s 
first two rate hearings it is 
evident that a great deal has 
been accomplished. The change 
from flow-through to normaliza- 
tion of income taxes, granting of 
additional depreciation and the 
adoption of anew method of 
accounting for overhead costs 
has and will continue to have a 
very favourable impact on 
internal cash generation. Arising 
out of the most recent decision 


was the granting of a more 
favourable treatment in the rate 
base of the Company's inven- 
tories, the implementation of a 
new method of gas measurement 
and the acceptance by the Com- 
mission of the use of a forward 
test year for measuring the 
Company’s required return. The 
Company was also awarded an 
increase in its allowable rate 

of return on rate base to 10.31% 
and rates were set to allow a 
return on equity of 15.25%, a 
substantial increase over the 
14% previously allowed. The 
Commission, in its decision also 
stated that if return on common 
equity should appear likely to 
exceed 16% On a normalized 
basis for a protracted period, it 
would consider adjustments. 


Your Company was an active 
intervenor in the Westcoast 
Transmission rate hearings 
before the National Energy 
Board. These hearings have now 
been concluded and we are 
pleased to report that a position 
supported by Inland has been 
adopted by the Board. That 
position was placed before the 
Board by way of a memorandum 
from the Provincial Minister of 
Mines, Energy & Petroleum 
Resources stating that the 
Province’s position was that the 
price of gas to be charged by 
Westcoast to its B.C. utility 
customers should be controlled 
by the Province. The National 
Energy Board, in response to a 
motion by Inland, adopted this 
policy and stated that for the 
present time it would not, 

as aresult of the Westcoast 
hearings, amend the prices 

paid by the B.C. utilities to 
Westcoast. The matter of 
whether or not there will be 
further wholesale price increases 
and the extent of these, if any, 
now rests with the Province. 


FINANCING 


There were no financings carried 
out during the year under review 
and none are contemplated 
during the coming year. The 


Company has established lines of 
credit with its corporate bankers 
which enable it to utilize either 
bank loans or its own commercial 
paper. These funds, along with 
internally generated funds, should 
be sufficient to provide the 
necessary bridge financing until 
a long-term debt or equity issue 
is necessary. 


CAPITAL EXPENDITURES 


The capital program for the year 
under review totalled $6 million. 
The majority of the expenditures 
were related to the cost of 
installing facilities to serve 
approximately 2,600 new 
customers. This coming year we 
have budgeted for a $7.5 million 
Capital program which includes 
pipelines and related facilities to 
serve a major mining operation 
in the Highland Valley, a large 
sawmill complex north of Quesnel 
and a sulphur pelletizing plant 
near Chetwynd. One of the 
transmission laterals serving 
the City of Kamloops will be 
looped to increase the capacity 
of supply to the City. We will 
also be retesting a portion of our 
10" transmission line in the 
vicinity of Rossland to upgrade 
this pipeline in order to take full 
advantage of the compressor 
Capacity at Trail during peak 
winter conditions. A new 
combined service centre is 
under construction in Vernon 
and should be occupied by 
November of this year. Also 
included in the capital program 
for the coming year is the instal- 
lation of facilities to serve an 
estimated 3,200 new customers. 


MARKETING 


This year your Company aggres- 
sively Sought new business in all 
market segments. Marketing 
programs were readily accepted 
by prospective customers 
because of government pro- 
nouncements that natural gas 
was In abundant supply and 
should be the preferred fuel. 
The public is also aware of 


price escalations for competing 
fuels. In the residential sector 

a spring conversion campaign 
resulted in over 1,100 applica- 
tions for gas service from home 
owners previously utilizing other 
fuels. Most of these conversions 
will take place in fiscal 1980. 
Your Company continues to 
attach approximately 95% of 
single family dwellings con- 
structed within reasonable reach 
of the Company’s distribution 
mains. Inland wishes to maintain 
and even increase this market 
share and in this regard a 

a Manager, Builder-Dealer 
Relations was appointed this 
year. 


In the commercial sector, with 
the exception of some apartment 
developments, almost 100% of 
new commercial establishments 
adjacent to Company mains 
installed natural gas. The 
Marketing Division of your 
Company will be concentrating 
heavily during the coming year 
on the highly capital cost- 
sensitive new apartment 
business. 


The outlook for the coming year 
iS encouraging. Indications are 
for a definite upswing in 
residential and commercial 
construction and the Company 
will continue to actively pursue 
the conversion market. In the 
industrial sector agreements 
are presently being finalized 
which will result in natural gas 
replacing oil in two industrial 
plants. Four other industrial 
accounts, including two pulp 
mills, have announced major 
expansion programs which will 
result in increased natural gas 
consumption. Four other 
companies have stated their 
intention to build new plants in 
Inland’s service area, one of 
which will be a 500 ton per day 
thermo-mechanical pulp mill. 

In an attempt to assist in the 
location of new industrial plants 
in the interior of British Columbia, 
Inland is publishing an industrial 
development brochure for 
distribution to prospective 
industrial customers. 


SHARE DISTRIBUTION err Bi , 
Approximately 96% of the DLU Anat 
shareholders of Preference and 
Common stock of the Company 
are resident in Canada. The 
distribution of each class of 
shares is set out below: 


Shareholders Shares 


Preference 
Canada 2,772 798,402 
WS A. A5 1,348 
Others oo 250 
2,/89 800,000 
Common 
Canada 4,249 2,564,269 
eS. A: 218 64,060 
Others 70 193/93 
4,537 2,822,122 
WHOLLY-OWNED 
SUBSIDIARIES 


Columbia Natural Gas serves some 10,000 
customers in the East Kootenay area of 
British Columbia including some large 
resource based industrial customers. 
Pictured here are engineering, operational 
and office functions. 


LUMBIA NATURAL OAS 


dim itest 


Columbia Natural Gas 
Limited 

On July 9, 1979 your Company 
concluded the acquisition of 
Columbia Natural Gas Limited 
by way of the purchase of all of 
its shares for $5 million from 
Norcen Pipelines Limited, a 
subsidiary of Norcen Energy 
Resources Limited. Columbia 
distributes natural gas ina 
number of cities and adjacent 
communities in the East 
Kootenay area of the Province 
of British Columbia. The 
population in the service area is 
approximately 60,000. The 
Company presently provides 
service to some 10,000 
customers including a number 
of large industrial accounts such 
as the Cominco Ltd. mining 
operation at Kimberley, the 
Crestbrook Pulp and Paper Ltd. 
mill near Skookumchuk, the 
Crows Nest Industries Ltd. 
lumber drying operation and the 
coal operations of Kaiser 
Resources Ltd. and Fording 
Coal Limited. 


Columbia's gas supply is obtained 
from the transmission line of 
Alberta Natural Gas by way of 
contracts with Alberta and 
Southern Gas Co. Ltd. and 
Westcoast Transmission 
Company Limited. Quantities 

of gas have also been supplied 
during the past two years by 
Inland. 


There is great potential in the 
Columbia service area for 
additional industrial and related 
residential and commercial 
development and Inland feels 
confident that this Company will 
have a significant beneficial 
effect on consolidated net income 
in future years. 


St. John Gas & Oil 
Co. Ltd. (N.P.L.) 


This subsidiary holds minor 
interests in natural gas and oil 
leases in northeast British 
Columbia and participates in the 
production of natural gas and 

oil from these leases. Net income 
for this year amounted to $15,000. 


Grande Prairie 
Transmission Co. Ltd. 


The Company is incorporated 
under the laws of the Province 
of Alberta and is subject to 
regulation by the Public Utilities 
Board of Alberta. The Company 
purchases natural gas from 
producers at various fields 
north of Grande Prairie in the 
Peace River area of Alberta and 
transmits the gas for resale by 
Northwestern Utilities Limited 
to the City of Grande Prairie and 
other communities in the 
immediate area. Gas sales 
volume for the year under review 
was 2,675,176 Mcf which was 

up from the previous year’s 
sales volume of 2,425,618 Micf. 

A new peak day average of 
15,647 Mcf was set during the 
winter. Drilling in the general 
area of Grande Prairie continues 
to be active and several wells 
adjacent to our pipeline appear 
to have potential for our use. 


The Company’s net income 
declined to $11,000 from 
$47,000 in the previous year. 
The major reason for this 
decline was a substantial 
increase in interest rates 
applicable to the Company’s 
short-term borrowings. 


Peace River 
Transmission Company 
Limited 

The Company is an Inter- 
Provincial pipeline company and 
is subject to regulation by the 
National Energy Board. It 
purchases natural gas from 
Westcoast Transmission 
Company Limited and delivers 
it to a gate station in the City 

of Dawson Creek where it is 
sold to Northland Utilities (B.C.) 
Limited for distribution in Dawson 
Creek, Pouce Coupe, Rolla and 
the surrounding area. 


Natural gas sales volume for 
the current year was 1,223,828 
Micf compared to 1,235,940 Mcf 
in the previous year. The small 
decrease in sales volume can be 
attributed to an alfalfa drying 
plant being closed down, but the 


loss of this revenue could be 
offset this year by the addition 
of a grain elevator load which 
should come into full production 
when this year’s harvest is 
completed. 


The peak day average increased 
moderately from 7,717 Mef in 
the previous year to 8,416 Mcf 
this year. 


Net income for the year was 
$35,393, slightly down from the 
previous year. 


Inland Development 
Co. Ltd. 


This subsidiary owns certain 
industrial and commercial 
properties in the Inland service 
area. The Company, as part of 

a joint venture arrangement, has 
recently filed an application for 
rezoning and an application for 
approval of an industrial sub- 
division plan with the City of 
Kelowna. These applications 
pertain to a proposed industrial 
park encompassing approximately 
60 acres in the vicinity of 

Winfield within the municipal 
boundaries of the City of Kelowna. 


TO OUR EMPLOYEES 


Improved financial performance 
is a reflection of many factors, 
not the least of which is the 
continued contribution of our 
dedicated employees. On behalf 
of the Board we wish to sincerely 
thank them for their continued 
efforts and support. 


For the Board of Directors 


fC Kaa HAG 


Chairman of the Board 
September 24, 1979 


Consolidated Statement of Income 
For the year ended June 30 


REVENUE 1979 1978 
Se OL EIS 1 see ean aa oie a0 Rs Ob SN aR Mtg ee Ss rn ag $85,987,424 $69,401,952 
Eee FOuES CONG VeMUGy «Saran. aire f fae om” Pe © Beri eS a 70,876 879,070 
SREIBOVE LUG IG VGNMG gine eet en toes oak, Se cela ott oe 933,221 455,294 

86,591,521 70,736,316 

EAPENSES 
Re AOC a Star Near. oe ng hie ge ie ee RE Be 54,113,385 43,954,669 
Mperation and maintenance (Notes 1and5)..............0-.e.0+se eee 8,783,838 6,143,352 
Benmonuyerranchiserand-Other taxeSinx.< ik swiss ec eda c seach aes pad ecen bbs 4,318,613 3,127,500 
erent Am Ii eee eg re a OP hr we oti a ae he, Tae a oa 2,910,293 2,749,321 
iIngerest-and.expense on long-term debt... ........ sce ee ee ee 4,815,380 4,473,709 
MEMOS Urn en cline Thy 0, Milly Sal’oaie S Riat «doa! Wek vans Sdedoana oes 246,405 479,525 
eee AC MACTCTILO CONSLCUGLION cro. sostercnc edhe see Al ae es Se een tae (15,449) (81,913) 

75,172,465 60,846,163 

OMENS TORS INCOME CAXCS sto oss mneis trea oo crk Sw ae a Re Se 11,419,056 9,890,153 
Income taxes 

<P MEY 2 py as Sa et ae Sa ce pe ea Pa NE ee as et ta eA 4,110,418 3,120,380 

meso PPM in ra 8 Re I Nie Ras, hea eee Udo ek WOR whew we 1,593,330 1,829,733 

5,703,748 4°990) 113 

EE ea ere hte Gra rane ks Su nla hank ves heise ue als $ 5,715,308  $ 4,940,040 

EARNINGS PER COMMON SHARE, after provision 
Be FOPENCE CIVIGCMOUS.. 5. .¢. koi bas HAs ke oh we emelen aD Ane We Boece wo $ 1.53 $ 1:25 

Consolidated Statement of Retained Earnings 
For the year ended June 30 
1979 1978 

Pee Ne Pe se OINNINGIOF YEARS ec an Buc ee ee ek ies $17,878,790 $16,628,268 

Seem C OIC pamper aerate. eaters Pus dao owe meek ats oem a mole ats 5,715,308 4,940,040 

23,594,098 21,068,308 

Mmimemcs ous rClerenGe SNAleS Ms ci ache we yews Ta. e Baes cae 400,000 400,000 

Simicends on. 10% second:preference shareS ..0.. 6.55.5 ean. + ethane 1,000,000 1,000,000 
Dividends on common shares — 82%¢ per share in 1979; 

SATA Gira ecards, eater eS See in Soni WARS By aa fie, Secs we any eRe ee meat a 2,328,251 2,207,698 

Amortization of preference share isSue costs... 2... eel. tect es 31,789 31,820 

3,760,040 3,689,518 

2h ya NACHE VANE STS | sy ley 8 re aoe Pt, een e OMe cre hea $19,834,058 $17,878,790 


See accompanying summary of accounting policies and notes. 


Consolidate 
As | 


ASSETS 


CURRENT ASSETS 


Viaterials-and supplies, at_COSt = 2. Ren. ct a ats eh ec eee ee 
Prepaid: expenses iim, . seas: Vege eee gt Pees nee cece ma 


NON-CURRENT ASSETS 
Mortgages and other long-term receivables................0..0.0005. 
Marketable Securities; at cOSt sa: sao. ey be ee ee eee 
Real estate. held:for resale. at CoSt ic) 2. sence eee ee 


PROPERTY, PLANT AND EQUIPMENT, at cost 
Natural gas transmission lines and distribution systems................ 
Plané, buildings. and:6quipment:: 22-20.) Jie, eee oe ce ne eee 
Land: and landinightsS 5 <u noes shee area Uo 
Constructionwworkin: PrOCE@SSife se -. ese een ree tae eee 


Accumulated depreciation’... ¢ 3:5; Sess eee ee eee 


Interest in petroleum: and natural gas properties =. 7.24 ee 
Accumulated depletions.iit.ix. eee ee eee 


DEFERRED CHARGES UNAMORTIZED 
Preference share issue costs 
Long-term debt issue costs 
Rate hearing costs 
Depreciation 


See accompanying summary of accounting policies and notes. 


1979 1978 
28,877 $ 137,650 
7,323,470 5,510,229 
4,940,354 1,854,844 
263,055 451,029 
9,555,756 7,953,752 
171,170 136,636 
454,000 124,000 
931,188 886,319 
1,256,358 1,146,955 
113,381,039 109,188,782 
6,711,315 6,246,663 
2,528,829 2,116,932 
512,940 387,885 
123,134,123 117,940,262 
22,075,126 19,795,479 
101,058,997 98,144,783 
180,228 175,907 
64,993 64,233 
415,235 111,674 
101,174,232 98,256,457 
4,343,719 1,358,640 
840,173 958,297 
271,566 234,132 
862,655 1,150,206 
3,318,113 3,701,275 
$115,304,459 $111,058,439 


LIABILITIES 


CURRENT LIABILITIES 
Ree UAE SHY Col Oak crt whdeltnets RCW Ryo) er aM rr dye 18 owes) 8. hey Dia 
BRC SEAN AL Oy Werte oes Aes cami atts ee unin tain kh Re een pol 
SENT VEL ISEDGIS So gees ah) se gp nr eae ic pe eS ee 
Eroperty, franchise dnd other taxes accrued. .........0 0... .60. ee eos 
Sees ocorued-on long-term debt ...cka.4 wesw ha ee 
eae nipoOrtion OfiOng-termdebt's. ...w.cddh ena wedeien oveoae le 


Boma VME TINOtE 2 Ic. es ol ite. Pe es ae 
eis SONG OVIEM AXES eS? co ee Ne Od Ce nok ew 


SHAREHOLDERS’ EQUITY 


CAPITAL STOCK (Note 3) 
5% Cumulative redeemable preference shares, par value 
$20 per share 
metnorizecrancd issued: 400,000 Shares: tative fits oe Se ee OR 


10% Cumulative redeemable second preference shares, 
par value $25 per share 
Suton zZedranGissucd: 400,000 Shares fect. aa one ae eo Ae eee eh 


Common shares, par value $1 per share 
Authorized: 5,000,000 shares 


Issued: Meo ae OOISNAlesS sate te Se nen ee ae Oe SS ee ee ea 
eT Ove Nee OMIMIONESHARES Sis et eee. ony esc 
ere ete ARANIINGS S Note 4) fe ee eats ee ee eal ee 


Approved on behalf of the Board 


4g Lc MLL Director 
CELLLb. Director 


1979 1978 
$ 5,957,400 $ 4,412,603 
350,000 350,000 
1,029,418 1,489,676 
4,347,753 3,162,583 
485,838 503,164 
668,589 603,461 
12,838,998 10,521,487 
52,903,000 94,523,089 
3,423,063 1,829,733 
8,000,000 8,000,000 
10,000,000 10,000,000 
2,822,122 evee tee 
59,483,218 9,483,218 
19,834,058 17,878,790 
46,139,398 44,184,130 
$115,304,459 $111,058,439 


Consolidated Statement of Changes in Financial Position 
For the year ended June 30 


SOURCE OF WORKING CAPITAL 


Operations 1372 1978 

NGtIMCONMIGS cutie Ses ee nea at oe ee $ 5,715,308 $ 4,940,040 
Items not involving working capital 

Depreciation:and:amortization 35) 708 peeps ee ei ee 3,080,534 2,936,078 
Deferred income. taxes =: ¢ a3 he es See eee 1,593,330 1,829,733 

Other so.syhe ey a FG eee RE ee ieee (113,814) — 
Jotal from Operations® . is jess aie ae te eee 10,275,358 9,705,851 
Fong-term debt isSueds 2.5.4. Wee ees ceecka ate pete rns ye ee ree = 12,000,000 


10,275,358 21,705,851 


APPLICATION OF WORKING CAPITAL 


Additions to‘property; plant and equipment. 2 =. ee, ee ee 5,540,517 5,904,741 
Dividends on preference and common shares....................000004 3,728,251 3,657,698 
Reduction of. long-terna Get). geecces aye eee ee 1,505,140 1,353,675 
Long-term.debt iSSue@ COStS c.f re een ee eee re eee - 334,549 
Rate hearing COStS sign cra eee pe ee 168,217 110,539 
Other —=™Mew nce. - yale oS he es Be Oe ee 48,740 81,338 
10,990,865 11,442,540 

DECREASE UNGREASEI IN WORKING CAFTA POSITRON Sa. 715,507 (10,263,311) 
Working-capital deficit-at. beginning Oh Veale ss sees ae re 2,567,735 12,831,046 
WORKING GAPITAL DEFICIEAT END: GEYEAR i eee $ 3,283,242 $ 2,567,735 


See accompanying summary of accounting policies and notes. 


AUDITORS’ REPORT 


To the Shareholders 
Inland Natural Gas Co. Ltd. 


\We have examined the consolidated balance sheet of Inland Natural Gas Co. Ltd. as at June 30, 1979 and 
the consolidated statements of income, retained earnings and changes in financial position for the year 
then ended. Our examination was made in accordance with generally accepted auditing standards, and 
accordingly included such tests and other procedures as we considered necessary in the circumstances. 


In our opinion, these consolidated financial statements present fairly the financial position of the company 
as at June 30, 1979 and the results of its operations and the changes in its financial position for the year 
then ended in accordance with generally accepted accounting principles which, except for the change, 
with which we concur, in the allocation of overhead costs as described in Note 1, have been applied on a 


basis consistent with that of the preceding year. 
ie \ASIRT ES 
Vancouver, B.C. hee Ga 


August 23, 1979 Chartered Accountants 
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Summary of Accounting Policies 


The Company and its transmission subsidiaries are regulated utilities and their accounting records and 
practices conform to the requirements of their respective regulatory authority. Significant accounting 
policies are set out below: 


Principles of Consolidation 


The consolidated financial statements include the accounts of Inland Natural Gas Co. Ltd. and its 
subsidiaries Peace River Transmission Company Limited, Grande Prairie Transmission Co. Ltd., Inland 
Development Co. Ltd., St. John Gas & Oil Co. Ltd. (N.P.L.), Inland Transmission Co. Ltd. and Inland 
Development (1957) Co. Ltd., all of which are wholly-owned. 


Property, Plant and Equipment 


The cost of utility plant additions, major renewals and betterments, including direct costs, general and 
administrative costs allocable to construction and interest on funds used during construction are capitalized. 
The cost of depreciable utility plant retired together with removal costs less salvage is charged to 
accumulated depreciation. Maintenance and repair costs of a routine nature are charged to expense as 
incurred. 


Depreciation 


The Company provides for depreciation on a straight-line basis on plant in service at the beginning of the 
year at rates prescribed by the British Columbia Energy Commission (the ‘“Commission”) for each class 
of plant. The application of these rates for the current year is equivalent to a composite rate of 2.34%. 
Annual rates used for major plant classifications are: 


Transmission and distribution mains 2% 
Meters, compressors, buildings, measuring and regulating equipment 3% 
General equipment 5% tO 15% 


Depreciation not provided by the Company during the period 1958 to 1963, is being amortized and 
recovered concurrently in rates charged to customers over five years to 1982 in annual amounts of 
$287,551, as directed by the Commission. 


Deferred Charges 
5% Preference share issue costs are amortized to retained earnings at the prescribed annual rate of 1%. 


10% Second preference share issue costs are amortized to retained earnings over a 21 year period 
commencing July 1, 1976. 

Long-term debt issue costs are amortized over the original lives of the related debt. Gains on purchase of 
debt securities for sinking funds are amortized over the remaining lives of the related debt as a reduction 

of debt charges. 

Rate hearing costs are amortized over periods as directed by the Commission. Annual amortizations will be: 
$77,472 to 1981, $25,955 to 1984 and $12,919 to 1987. 


Income Taxes 


Commencing July 1, 1977, the Commission directed the Company, for ratemaking and accounting purposes, 
to follow the tax allocation method of recording income taxes. Under this method, deferred income taxes 
are recorded to the extent that income taxes, otherwise payable, are deferred by claiming capital cost 
allowances and other deductions for tax purposes in excess of the related amounts recorded as expense 


in the accounts. 


ag 


a  ————————————————————————————————————————————— 


Prior to that date, the Company followed the taxes payable method of recording income taxes for both 
ratemaking and accounting purposes. Accordingly, the Company has not recorded in its accounts nor 
recovered in its rates accumulated deferred income taxes in the amount of $16,466,917. It is expected 
that any future increased tax expense resulting from this previous policy will be allowed in future rate 


determinations. 


Earnings Per Common Share 


Earnings per common share are calculated using the weighted monthly average number of shares 
outstanding during the respective fiscal years. Dividend requirements on preference shares of $1,400,000 
IN 1979 and 1978 are deducted from net income for purposes of these calculations. 


Notes to Consolidated Financial Statements 


1. Change in Accounting Practices 


By Order dated December 1, 1978, the British Columbia Energy Commission (the “Commission”) directed 
the Company, upon the acceptance for filing of new rate schedules, to implement the accounting change 
with respect to the allocation of overhead costs to construction approved by the Commission in its 
Decision dated August 31, 1977. New rate schedules were filed by the Company and accepted by the 


Commission effective December 1, 1978. 


The effect of this accounting change is to increase operating expenses and decrease construction costs. 


As the additional operating expenses are recovered in rates charged to customers, there is no 


significant effect on the Company’s net income. 


2. Long-Term Debt 


Inland Natural Gas Co. Ltd. 
First mortgage sinking fund bonds 


614% oeries ©, due May 121983 7 ete eee ane ee 


8% Series D, due December 31,1989 ......... 


8%% Series E, due November 1, 1991...........- 


8%% Series F, due April 15, 1993 


144%: Series Go due JUNE 415.1995 5 eo eee 


Sinking fund debentures 
9%% Series A, due November 30, 1997 ........ 


Inland Development Co. Ltd. 
9% mortgage, due January 1, 1980 


Total 


Outstanding 


$11,851,500 


4,339,000 


6,798,000 


7,100,000 


11,395,000 


41,483,500 


12,000,000 


88,089 


$53,571,589 


Current Long-Term 

Liability 1979 1978 
$ 79,900 $11,776,000 $12,586,000 
127,000 4,212,000 4,339,000 
8,000 6,790,000 6,955,000 
145,000 6,955,000 7,110,000 
229,000 11,170,000 11,445,000 
580,500 40,903,000 42,435,000 
— 12,000,000 12,000,000 
88,089 — 88,089 
$668,589 $52,903,000 $54,523,089 


The first mortgage bonds are secured by a Trust Deed which constitutes in favour of the Trustee a first, 
fixed and specific mortgage and charge of and upon certain property of the Company and a first floating 


charge on the undertaking and all other property and assets, present and future of the Company, in the 
manner and to the extent set forth in the Trust Deed. 


The Series A debentures are unsecured obligations of the Company but are subject to the restrictions of 


the Trust Indenture dated November 1, 1977. 


eee 


The trust agreements relating to the bonds and debentures require the Company to establish sinking 

funds to retire various amounts of each issue prior to maturity. The annual requirements to date have been 
fulfilled by retirement of the stipulated amount of such securities. Sinking fund requirements and debt 
maturities over the next five years, after giving effect to purchases and retirements as at June 30, 1979, 
are: 1980, $580,500; 1981, $1,838,000; 1982, $1,958,000; 1983, $11,115,000: 1984, $1,318,000. 


3. Capital Stock 
(a) 5% Cumulative redeemable preference shares 


The 5% preference shares are redeemable at the option of the Company on thirty days’ notice at a price 
of $21 per share. 


(b) 10% Cumulative redeemable second preference shares 


The 10% second preference shares are not redeemable before July 1, 1981 but will be redeemable there- 
after at the option of the Company at a price of $26.25 per share if redeemed on or before June 30, 1982, 
and at prices reducing annually to $25 per share if redeemed after June 30, 1986. 


The Company is required, in each calendar quarter, to purchase for cancellation 5,000 10% second 
preference shares in the open market at prices not exceeding $25 per share. If, in any quarter, the 
Company is unable so to purchase 5,000 shares, its purchase obligations carry over to succeeding 
quarters for a total of 20,000 shares during each 12 month period ending June 30, after which date the 
Company has no further obligations to purchase shares for that period. During the year ended June 30, 
1979, the market price exceeded $25 per share and, accordingly, the Company did not purchase any shares. 


(c) The Series D bonds were issued with share purchase warrants which entitled holders to purchase 
common shares of the Company on or before June 15, 1979 at an adjusted exercise price of $16.83. 
None of the share purchase warrants were exercised prior to the date of expiry. 


4. Retained Earnings 


The Trust Deed relating to the first mortgage sinking fund bonds contains certain restrictions upon the 
amount that may be paid as dividends. At June 30, 1979 all of the Company’s retained earnings were free 
from limitation of such restrictions. 


5. Pension Plans 


The Company and its subsidiaries have contributory pension plans for their employees. These plans require 
that actuarial studies be prepared every three years. The most recent actuarial studies were prepared as 
at January 1, 1979 for the plan for salaried employees and as at April 1, 1979 for the plan for other employees. 


As a result of experience deficiencies, amendments to benefits and changes in the valuation methods and 
assumptions used by the actuaries, the valuation report as at January 1, 1979 indicated an unfunded 
liability for past service benefits of $672,000. During the year, the Company has funded and charged in its 
accounts approximately $400,000 relating to this liability. The unfunded liability as at June 30, 1979 is 
$350,000. Based on actuarial advice, this amount together with interest will be funded and charged in the 
accounts over the future working lifetimes of the present members of the plan (approximately 15 years) 
at 1.1% of related payroll. There was no unfunded liability with respect to the plan for other employees. 


Current service costs of the pension plans are funded as accrued based on actuarial determinations. The 
total current and past service pension costs funded and charged in the accounts were $607,000 in 1979 
and $172,000 in 1978 of which $111,000 and $71,000 respectively have been capitalized (see Note 1). 


6. Remuneration of Directors and Senior Officers 


The aggregate remuneration paid by the Company to directors and senior officers (including the five highest 
paid employees), for the year ended June 30, 1979 was $346,977 (1978 — $323,478). 


7. Capital Expenditures 


Capital expenditures for the 1980 fiscal year are estimated at $7,500,000. Cash requirements will be provided 
by established corporate lines of credit together with cash from operations pending future financing. 


8. Events Subsequent to June 30, 1979 


On July 9, 1979, the Company purchased all of the issued common shares of Columbia Natural Gas 
Limited for a cash consideration of $5,000,000. 


13 


Comparative Statement c 


1979 
REVENUE 
Sale.of. gas scx, .s, Awe on aera es ee $82,043,32 
Transportation revenue................ 70,87 
Other: incomes...:Gy. ots. ee we 465,01 
82,579,21 
CIATION 
3.4 
ae EXPENSES 
ie Purchase of.gaS:.s...%.. 4.2.0 back eee 50,816,5¢ 
Operation and maintenance.............  8,551,22 
DISTRIBUTION OF REVENUE Property and other taxes. .....2. 2. ae 2,098, 18 
YEAR ENDED JUNE 30, 1979 Franchise fees: .... . <2... +e eee 2,177,97 
Depreciation: os... s oS eaten 2,833,68 
Interest on borrowed money............ 5,093,36 
Amortization of long-term debt issue costs 39,45 
Interest charged to construction (credit) . . (15,44 
71,595,02 
NET INCOME AND DIVIDENDS INCOME BEFORE INCOME TAXES .. _10,984,18 
Sa Income taxes — current. 4). eee 4,050,4° 
| INCOME BER SUARE es eee — deferred. ..°.5..... 
RETAINED IN COMPANY 
DIVIDENDS PAID PER ye __5,643,7¢ 
ae COMMON SHARE = = es 41.30 NET INCOME 5.340 a 
: Income from subsidiary companies (net). . 374,87 
: NET CONSOLIDATED INGOMEs == $ 5,715,36 
3) 
| 
3 I 
: DIVIDENDS 
z | Preference shares: vis. 3e..c oe ee $ 1,400,0C 
i Gommon-sharess..00 ts 2,328,25 
Total dividends ...22. $s, 22s ee $ 3,728.25 
NUMBER OF COMMON SHARES av. __2,822,1% 


1970 1971 1972 1973 1974 1975 1976 1977 1978 1979 © EARNINGS PER COMMON SHARE 


REAR CVE ene (after provision for preference dividends).. $ 1: 


DIVIDENDS PER COMMON SHARE. s 8: 


14 


onsolidated Income and Dividends 


1978 1977 1976 1975 1974 1973 1972 1971 1970 
5,980,460 49324042 35,786.016 32414184 27,272,202 22,664,204 18,269877 15,544,855 14,146,424 
879,070 825,950 296,700 296,700 296,700 288,880 260,023 234,030 229,032 
450,159 429,984 445,086 328,971 488,703 352,712 331,191 242,211 219,627 
7,309,689 50,579,976 36,527,802 33,039,855 28,057,605 23,305,798 18,861,091 16,021,096 14,595,083 
1.164288 29,515,461 19423365 18663501 14,155,016 10,403343 8.117.278 6,949,267 6,650,914 
5,924,602 5,013,262 4042170 3,197,242 2723477 2382680 2.015.214 1,713,627 1,655,258 
1,482,429 1,271,164 1,153,879 920,547 791,251 650,950 541,075 475,903 430,785 
1,606,534 1,253,327 922.528 839,649 649,628 455,525 381,973 333,279 258,094 
673,205 2240407 1,732,656 1,661,278 1,554,102 1,447,087 1,192,131 1,154,571 1,037,895 
4,941,831 4,505,881 4982241 3,678,765 3.019393 2662467 2.331.595 1.956895 1,948,695 
55,972 33,252 54,665 47,009 60,190 63,323 67,179 67,157 74,994 
(81,913) (30,682) (563,583) (529,712) (15,240) (38,663) (264,894) (24,228) (18,808) 
7,766,948 43,802,072 31,747,921 28478279 22,937,817 18,026,712 14,381,551 12,626,471 12,037,829 
3542,741 6,777,904 4779.881 4,561,576 5,119,788 5,279,084 4479540  3,394625  2557,054 
3,092,259 1,615,707 212,678 703,700 1,446,269 1,495,561 994,769 956,362 594,511 

1,829,733 = = - = - ~ - - 
4,921,992 1,615,707 212,678 703,700 1,446,269 1,495,561 994,769 956,362 594,511 
1620,749 5,162,197 4,567,203 3,857,876 3.673.519 3783523 3,484,771 2,438,263 1,962,743 
319,291 334,844 238,714 236,357 216,009 99,708 281,130 207,694 179,308 
4940040 5.497041 4.805917 4,094233 3.989528 3,883,231 3,765,901 2645957 2142049 
1,400,000 1,444,000 400,000 400,000 400,000 400,000 400,000 400,000 400,000 
2257,698 2.257.698 2,257,698 2.088370 2.031928 1,947,264  1,777,.9387 1,414,514 1,285,921 
3.657.698  3,701.698 2,657,698 2.488370 2.431928  2347,264 2177,937 1814514 — 1,685,921 
28292122 292921920 29999122 2990122 2822122 2822122 2922122 2578100 2,571,843 
1.25 1.44 1.56 1.31 1.24 1.23 1.19 87 68 
80 80 80 74 72 69 63 55 50 
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MILLIONS OF DOLLARS 


MILLIONS OF DOLLARS 


CAPITAL STRUCTURE 


TOTAL DEBT 
PREFERENCE 
SHARES 
COMMON SHARES, 


1970 1971 1972 1973 1974 1975 1976 1977 1978 1979 


YEAR ENDED JUNE 30 


PROPERTY, PLANT AND EQUIPMENT 
TOTAL INVESTMENT 


1970 1971 1972 1973 1974 1975 1976 1977 1978 1979 


YEAR ENDED JUNE 30 
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Consolidated Balanc 


1979 
MILES OF COMPANY OWNED LINES 
Transmission’. “oe eee 91 
Distribution == soe) 1,35 
DOPVICES. A. inne PV os oe eee 1,05: 
Transmission-subsidiaries ............... 12 
WEY =PEANT (s00@) 
TranSMiSSION...%. 25. 14%. Gk. oo ee $ 59,56 
Distribution... 2... =. 48 4440... ee 55,07: 
Stand-by e230 5 ek wee ee 88 
General...) ss 2s vt Oe ee 3,80; 
Construction work in process............ 50) 
Total utility plant... 0. > 4 ee 119,83 
SUBSIDIARIES PLANT: 33. eee 3,48 
123,31 
ACCUMULATED DEPRECIATION 
Inland Natural Gas Co. Ltd. -).. 2.2 19,95: 
Subsidiary companies (including depletion) . 1,311 
21,27 
NET CONSOLIDATED: PEANT aan $102,03 
CAPITALIZATION ($000) 
First.mortgage bonds:.....-*.. . eee $ 41,48. 
Debentures. 00:05. os be. ea 42,00 
Short-term notes and bank loan (net) ...... = 
Total debt) 3... ee Sa eee 53,48 
Preference Shares... .«..:...4...2 7 18,001 
Commonishares”.. .960..4....4. an ee 2,82 
Premium on common shares............. 5,48: 
Retained CarninGS® 0. cu = dsr. ieee 19,83: 
$ 99,62 
PERCENT OF TOTAL CAPITALIZATION 
First. mortgage bonds®*..... .). 228 ane 41. 
Debentures #8 es oe ee eee 12.: 
Short-term notes and bank loan (net)...... — 
Total,percent:of debts. 22... eee 53.’ 
Preference:shareS:.. 4.22 62) See 18.: 
Common:shares: 425.5... ...3 so a 2.! 
Premium on Gommon shares... ..... 1. oe 5.! 
Retained. Cannings cn. noe ee _ A 
100. 
RATIOS 
First mortgage bond interest — times earned 4.5 
Total debt interest—times earned......... 3.2 
Preference dividends—times earned...... 4.0 


sheet Information 


1978 


907 
1,304 
1,020 

fee 


58,957 
50,977 
881 
3,467 
388 


114,670 


3,446 
118,116 


17,465 
1,244 


18,709 
99,407 


42,965 
12,000 


94,965 
18,000 
2,822 
5,483 
17,879 


99,149 


43.3 
V2. 


ASST 


903 
1,270 
985 
(ae 


55,996 
47,774 
881 
2,852 
1,860 


109,363 


3,376 


jarani ee} 


1976 


889 
Aieabel 
937 
ee 


03,981 
43,613 
882 
272s 
461 


101,665 


3,713 
105,378 


AREA TEMPERATURES 


BASED ON 30 YEAR AVERAGE 
Climatology Division, Meteorological Branch 
Dominion Dept. of Transport 


COLDER Normal Average System Degree Days 4099 


NORMAL 


12% 


10% 
8% 
6% 
4% 


2% 


2% 
4% 
6% 


8% 


10% 


WARMER __ 1970 1971 1972 1973 1974 1975 1976 1977 1978 1979 


MILLIONS OF — MCF 


ANNUAL GAS SALES — VOLUME 


1970 1971 1972 1973 1974 1975 1976 1977 1978 1979 
YEAR ENDED JUNE 30 


Comparative Statement of Sale: 


REVENUE ($000) 

Residential 32. se are tee 
Commetcial i... snares eee ee 
Smallindustrial tas. a.) see eee 
Large industrial and other....... 


Total natural gas revenue...... 
SALES VOLUME (MMcf) 
Residéntiale:.a4s. 5 he eae ee 
Commerciale. ee 


Smallindustrialeee. use eee eee 
Large industrial and other....... 


Total natural gas sales volume .. 


CUSTOMERS AT YEAR END 


Residentiale. «4S eee 


Customers at yearend.......... 


CUSTOMER STARSHES 
Average use per customer (Mcf) 
Residential. -. se ee eee ee 
Gommercialites% eee eee 
Average rate per Mcf 
Residential isn .s atin yar ae 
Comimercialiatesencss sara 


COST OF NATURAL GAS 
PURCHASED ($000)..... 


VOLUME OF NATURAL GAS 
PURCHASED (MMcf)..... 


MAXIMUM DAY SENDOUT (Mcf) 


Including interruptible......... 
DEGREE DAYS (base 18°C.) ... 
PAY BOLE SIANSTEsS 


Wages and benefits ($000) .... 


Number of employees (average) 


*excluding subsidiary companies 


1979 


$ 20,022 
17,021 
12,024 
32,976 


$ 82,043 


urchases and Other Statistics* 


128 
789 


& 1.99 


ioe 


41,164 


42,134 


04,292 


4,191 


29,515 


39,763 


169,224 


3,763 


19,423 


34,247 


157,966 


4,018 


135 
826 


1.33 


(ee, 


18,664 


35,111 


148,233 


4,140 


135 
782 


Aca? 


tae 


14,155 


35,169 


136,485 


4,002 


10,403 


33,120 


127.326 


4,130 


2,625 


144 
808 


oa fat | 


0.97 


Sit, 


24,430 


105,869 


4,443 


135 
833 


1.14 


0.97 


6,949 


20,858 


125 
744 


1.16 


0.98 


6,651 


20,040 


Communities 
Served 
(inland) 


YEAR 
SERVICE 
COMMENCED 


1957 (Quesnel 
Williams Lake 
100 Mile House 
Merritt 
Kamloops 
Armstrong 
Enderby 
Spallumcheen 
Salmon Arm 
Vernon 
Kelowna 
Summerland 
Penticton 
Oliver 


Osoyoos 
Grand Forks 
Rossland 
Trail 
Warfield 
Castlegar 
Nelson 


Chetwynd 
Prince George 


Shelley 
Oyama 
Lac La Hache 


Savona 
Winfield 
Okanagan Falls 


Hudson Hope 
Robson 


Mackenzie 


1968 


HA, 

Te Mara) 

aie 

ty a 
hina 


Princeton 
Falkland 
Coldstream 


Peachland 
Westbank 
Naramata 
Midway 

Lakeview Heights 


Clinton 
Lumby 


Logan Lake 
Cache Creek 
Ashcroft 


Keremeos . 
Hedley 


Salmo 
Fruitvale 
Montrose 


mean 


Communities 


Served 

(Columbia) 

YEAR 

SERVICE 

COMMENCED 

1962 Creston 

Cranbrook 
Kimberley 
Fernie 


1969 Sparwood 
1971 Elkford 
1972 Yahk 
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Data 
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Robert G. Brodie President, Merit Oil Co. Ltd. 
+*Ronald L. Cliff Chairman of the Board, 
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+ Robert E. Kadlec President, Inland Natural Gas Co. Ltd. 
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Crown Zellerbach Canada Limited 
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Ronald L. Cliff Chairman of the Board 
Robert E. Kadlec President 
Richard B. Stokes Executive Vice-President and Chief 
Financial Officer 
Geoffrey M.O. Solly Vice-President, Operations 
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1066 West Hastings Street, Vancouver, B.C. V6E 3G3 
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Canada Permanent Trust Company, Vancouver, B.C. 


TRANSFER AGENT 


Canada Permanent Trust Company, 
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Duplicate Annual Reports 


Some holders of Inland securities 

CONSOLIDATED COMPANIES ACT OF INCORPORATION receive more than one copy of our 

annual report and other material 

Inland Natural Gas Go. td. Province of British Columbia Companies Act mailed to shareholders. We make an 

aOR a effort to eliminate duplications of 

Nall Subsidiaries such mailings, however, if securities 

eace River transmission are registered in different names 

Company Limited ee Special Act of the Parliament of Canada Be pei TAA Uc ret 

Grande Prairie Transmission Co. Ltd. Province of Alberta Companies Act receiving more than one copy of 

l l d D | t & Ltd ; nas f an material should contact Canada Per- 

nian eve opmen O. : Province of British Columbia Companies Act manent Trust Company to. either 

St. John Gas & Oil Co. Ltd. (N.P.L.) Province of British Columbia Companies Act consolidate the holdings under one 

: ‘ name if they are with respect to the 

Inland Transmission Goa: itd. Province of British Columbia Companies Act same security, or in the event that 

Inland Development (1957) Co. Ltd. Province of British Columbia Companies Act hin lis Laan et rig Se 
*Columbia Natural Gas Limited Province of British Columbia Companies Act is required. 


* acquired in July, 1979. 
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parts of the Province’’. In addition, he said, 
“*Proposals for construction of a natural gas 
pipeline to Vancouver Island have been 
made and are now under review’’. 

Now that Government policy on supplying 
natural gas to the Island has been disclosed, 
Inland will begin the necessary marketing 
and engineering studies to make application 
for permission to distribute natural gas to 
communities on the Island. 

Inland is confident that its past experience 
in serving similar communities in the In- 
terior, together with its expertise in the con- 
version market, provides the Company with 
a significant advantage in its application. 

Your Company is encouraged by the fact 
that natural gas will play an increasingly im- 
portant role in the Province and that the 
Province will, to quote the Minister of 
Energy, “‘capitalize on the opportunities for 
industrial development which British Col- 


umbia’s extensive resource base provides’’. 


For the Board of Directors 


MEEBO 


Chairman of the Board 


INLAND 


NATURAL GAS Co. LTD. 


President 


Vancouver, B.C. 
February 5, 1980 


INLAND NATURAL GAS CO. LI 


CONSOLIDATED STATEMENT OF INCOME 
—_—_—————_ Six Months Ended 


December 31, 1979 December 31, 


REVENUE Inland Columbia Total 1978 
Saleotsasv ek ssn $40,511,016 $ 7,046,928 $44,605,446 $38,874,812 
Transportation revenue.... 8,365 =: 8,365 43 ,296 
Other operating revenue... 216,462 28,973 245,435 21 

40,735,843 7,075,901 44,859,246 39,129,223 

EXPENSES 
PUrchase0l Sassen ee PR PAM pep 9 5,625,581 27,930,307" 25,241,303 
Operation, maintenance 

and administrative...... 4,487,860 501,598 4,989 ,458 3,448,778 
Property, franchise and 

Oientaxes mere es 2,299,983 208,196 2,508,179 1,779,733 
Depreciation:.. = -aseee ee 1520202 116,814 1,637,016 1,448,698 
Interest and expense on 

long-term debts... 2,374,416 132,370 2,506,786 2,448 ,023 
Otherinterest- ee 561,462 265 561,727 162,704 
Interest charged to 

CONSELUCLION = eee te (30,019) — (30,019) (11,197) 

36,471,128 6,584,824 40,103,454 34,518,042 
Income before income 
LaXES Fascia Gabe 4,264,715 491,077 4,755,792 4,611,181 

Income taxes 

Current: teenie L55)-8) 181,394 1,732,506 1,460,384 

Deferréd.2.228 See 581,484 BI VE 634,716 864,594 

2,132,596 234,626 2,367,222 2,324,978 

NETINGOME2e> ace 2,1 325019 256,451 2,388,570 2,286,203 

Dividends declared on 
Preference Shareses.. 700,000 — 700,000 700,000 


bas zey $  256;451 


EARNINGS PER 
COMMON SHARE ...... 


(VExcludes Inland sales to Columbia of $2,952,498 


$ 1,688,570 


$1,586,203 


0.60 


0.56 


The above statements have been prepar 


Pritt: IN VANCOUVER. CANADA BY PRICE PRINTING LTD. ces. 


nd wholly-owned subsidiary companies 


CONSOLIDATED STATEMENT OF CHANGES 


IN FINANCIAL POSITION 


SOURCE OF WORKING CAPITAL 
Operations 
freremcome for the six months. . 2.0... 6. cc adeea cede ee 
Items not involving working capital 
Depreciation and amortization.................. 
Pe PCRreEChINCOME TAXES. 1. Sua ss cinch ae oc ss ee bale es 


APPLICATION OF WORKING CAPITAL 
Acquisition of Columbia Natural Gas Limited 
BRR SeRDTICE See fa ahah ih ro Ne col cea Be wets 
Pee aCAUISILION COSIS.. «sc nocd vole Lae e cea ee 
Semmes eccapital ACQUIFEG. 254. s see cee) paseo ees 


Additions to property, plant and equipment............. 
Dividends on preference and common shares ............ 
Semmemon-OL long-term debt 25... 6. beac ea bee de aw cae 
EN Mees Ginks arc aie soy us @ le we ls ee 6 ewes 


DECREASE IN WORKING CAPITAL POSITION ....... 
Pvockine capital deficit at June30 ...........)......65. 


WORKING CAPITAL DEFICIT AT 
IE ROS, ee cede Aye ele we dens web oes 


Approved on behalf of the Board. 


PP A DCLL 


Director 


Director 


the books of account and are unaudited. 


Six Months Ended 


Dec. 31, 1979 


$ 2,388,570 


Dec. 31, 1978 


$ 2,286,203 


1,705,102 1,542,141 
634,716 864,594 
4,728,388 4,692,938 
5,000,000 — 
128,482 — 
(118,699) _— 
5,009,783 — 
5,062,387 3,418,021 
1,969,955 1,828,849 
588 ,626 333,541 
176,182 209,526 
12,806,933 SOOT. 
8,078,545 1,096,999 
3,283,242 D900 5155 
$11,361,787 $ 3,664,734 


TO OUR SHAREHOLDERS: 


Earnings 


Comparative consolidated statements of 
income and changes in financial position for 
the six months ended December 31, 1979 are 
included in this report. On July 9, 1979 In- 
land purchased all of the shares of Columbia 
Natural Gas Limited from Norcen Pipelines 
Limited. The results of Columbia’s opera- 
tions from July 1 to December 31, 1979 are 
set out separately and reflected in the con- 
solidated financial statements. 

Consolidated earnings per common share 
after providing for dividends on preference 
shares and including 9¢ per common share 
resulting from Columbia’s operations were 
60¢ compared to 56¢ last year. 


Dividends 


On January 18, 1980 your Board of Direc- 
tors declared Quarterly Dividend No. 65 in 
the amount of 22'2¢ per common share to 
shareholders of record at the close of 
business on February 6, 1980. The dividend 
is payable on February 15, 1980. 


Revenue 


Revenue from natural gas sales was some- 
what disappointing for the quarter and for 
the year to date. Weather during the period 
under review has been approximately 11% 
warmer than normal and 20% warmer than 
that experienced in the comparable period a 
year ago. For this reason, in spite of the 
addition of over 4,000 residential and com- 
mercial customers during the last twelve 
months, sales to these customer classifica- 


tions are well below budget. Sales to indus- 
trial customers have also been slightly off 
due to reduced production by many of our 
lumber manufacturing customers caused by 
lack of demand for lumber in both domestic 
and foreign markets. A labour strike by B.C. 
Rail also had a detrimental effect on lumber 
production for certain of our northern 
customers. 

Sales to our largest industrial customers 
were encouraging, however, as most of our 
major customers seemed to be operating at 
or near full capacity. 


Expenses 


Operation, maintenance and administrative 
expenses rose by approximately $1,000,000 
in comparison to the same period a year ago. 
The majority of this increase is attributable 
to the change in accounting for overhead 
costs whereby substantial amounts of over- 
head previously capitalized are now being 
charged to operating accounts and recovered 
concurrently in revenue. This change was ap- 
proved by the B.C. Energy Commission ef- 
fective December 1, 1978 following the 
Company’s rate hearing. 

Other interest expense has _ increased 
substantially due to interest on the 
$5,000,000 short term borrowings for the 
purchase of Columbia Natural Gas Limited 
on July 9, 1979 and to the higher interest rates 
which have prevailed over recent months. 


B.C. Energy Policy 


On February 4, 1980, an Energy Policy for 
the Province of British Columbia was 
presented by the Minister of Energy. The 
Minister stated that ‘‘Natural gas service 
should be extended where justified to other 
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